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,QWURGXFWLRQ
7UDQVSRUW DQG LQIUDVWUXFWXUH SODQQLQJ LV FRQIURQWHGZLWK YDULRXV GHYHORSPHQWV WDNLQJ SODFH RQ ERWK
LQWHUQDWLRQDODQGQDWLRQDOSROLF\OHYHOV)LUVWHYHUVLQFHWKHSXEOLFDWLRQRIWKH%UXQGWODQG5HSRUWLQ
WKHQRWLRQRIµVXVWDLQDEOHGHYHORSPHQW¶:&('EHJDQWRLQIOXHQFHJHQHUDOWKLQNLQJRQWUDQVSRUW
SODQQLQJDQG LQIUDVWUXFWXUHUHDOL]DWLRQVHH IRUH[DPSOH$UWV%DQQLVWHU:KLWPDUVKHWDO
 6HFRQG YDULRXV UHVHDUFKHV E\ WKH :RUOG +HDOWK 2UJDQLVDWLRQ HJ :+2   
LQFLWHGDGLVFXVVLRQDERXWWKHLPSRUWDQFHRISXEOLFKHDOWKDQGWKHQHJDWLYHLPSDFWRIXUEDQWUDQVSRUWDQG
WUDIILFRQSXEOLFKHDOWK3DUWLFXODUO\QRLVHDQGDLUSROOXWLRQZHUHFRQVLGHUHGWREHPDMRUWKUHDWV7KLVKDV
OHG WR WKH HVWDEOLVKPHQW RI JXLGHOLQHV DQG UHJXODWLRQV E\ WKH:+2 WKH (XURSHDQ8QLRQ DQG WKH 86
(QYLURQPHQWDO 3URWHFWLRQ $JHQF\ WR SURWHFW VRFLHW\ 7KLUG HVSHFLDOO\ RQ (XURSHDQ OHYHO WKHUH LV D
JURZLQJ DWWHQWLRQ IRU (QYLURQPHQWDO 3ROLF\ ,QWHJUDWLRQ (3, ZKLFK FDOOV IRU ³FURVVVHFWRUDO SROLF\
LQWHJUDWLRQ DV D PHDQV WR µJUHHQ¶ DOO HFRQRPLF DFWLYLWLHV DOUHDG\ DW WKH SODQQLQJ VWDJH´ /HQVFKRZ

7UDQVSRUWDQGLQIUDVWUXFWXUHSODQQLQJLVVWLOOVHDUFKLQJIRUDSURSHUJRYHUQDQFHUHVSRQVHWRGHDOZLWK
WKHVH GHYHORSPHQWV 6R IDU DV LOOXVWUDWHG E\ %DQQLVWHU  WKH FRQWULEXWLRQ RI WUDQVSRUW SODQQLQJ
WRZDUGVVXVWDLQDELOLW\KDVEHHQUDWKHUOLPLWHG,QIDFW-RUGDQVSHDNVRID³YHU\DFXWHIHHOLQJ>«@
WKDWWKLQJVKDYHJRQHZRUVH±QRWEHWWHU±VLQFHWKHSXEOLFDWLRQRI%UXQGWODQG¶VODQGPDUNUHSRUW´S
7UDQVSRUWJURZWKKDVJHQHUDWHGLQFUHDVLQJHQYLURQPHQWDOLPSDFWDQGHVSHFLDOO\WKHURDGWUDQVSRUWVHFWRU
³FRQWULEXWHVVLJQLILFDQWO\WRHPLVVLRQVRIDQXPEHURISROOXWDQWV´(XURSHDQ(QYLURQPHQW$JHQF\
S3DUWLFXODUO\WKHFRQVLGHUDEOHHPLVVLRQVRIPRQRQLWURJHQR[LGHV12DQG&DUERQLF2[LGH&2
DUHFRQVLGHUHGWREHSUREOHPDWLF0RUHRYHUDOWKRXJKVRPH(3,LQLWLDWLYHVDUHEHLQJGHYHORSHGRQDORFDO
OHYHODQGZLWKLQDQXUEDQFRQWH[WVHHIRUH[DPSOH0LOOHUDQG'H5RRWKHJHQHUDOSLFWXUHRIWKH
(0&7LVWKDWSROLF\LQWHJUDWLRQ³KDVSURYHGHDVLHUVDLGWKDQGRQH´
$V VKRZQ E\ %DQLVWHU HW DO  WUDQVSRUW DQG LQIUDVWUXFWXUH SROLF\ KDV EHHQ ODUJHO\ IRFXVHG RQ
GHYHORSLQJ QHZ LQIUDVWUXFWXUH LQ RUGHU WR SURYLGH IRU WKH JURZWK LQ WUDQVSRUW ZKLOH DV +HUWLQ DQG
%HUNKRXW  DQG DOVR &DUWHU  SRLQW RXW HQYLURQPHQWDO SROLF\ PDNLQJ ZDV DLPHG DW
HQYLURQPHQWDOSURWHFWLRQE\LPSRVLQJUXOHVQRUPVDQGUHJXODWLRQVRQGHYHORSPHQWDFWLYLWLHVDVWUDQVSRUW
LQIUDVWUXFWXUH GHYHORSPHQW ,W LV WKLV VLPXOWDQHRXV GHVLUH IRU LQIUDVWUXFWXUH GHYHORSPHQW DQG
HQYLURQPHQWDOSURWHFWLRQZKLFKPDNHVSROLF\LQWHJUDWLRQVRGLIILFXOW±EXWQRWLPSRVVLEOH±WRDFKLHYH
$QLQFUHDVLQJDPRXQWRIOLWHUDWXUHKDVSRLQWHGWRZDUGVSRVVLEOHVWUDWHJLHV WRGHDOZLWKWKLVGLOHPPD
.MDHU  DQG /HMDQR DQG ,QJUDP  IRU H[DPSOH HPSKDVL]H SDUWLFLSDWLRQ E\ WKH SULYDWH DQG
YROXQWDU\ VHFWRU WKURXJKSROLF\QHWZRUNVDQGGHOLEHUDWLYH IRUXPV WRHVWDEOLVKVKDUHGXQGHUVWDQGLQJDQG
FRPPRQ JRDOV %XONHOH\ DQG%HWVLOO  IRFXV RQ UHODWLRQV EHWZHHQ SROLF\ OHYHOV DQG FRQWHQG WKDW
PXOWLVFDODUFRDOLWLRQVEHWZHHQGLIIHUHQWOHYHOVRIDGPLQLVWUDWLRQFDQEHDZD\WRRYHUFRPHWKHGLOHPPD
-RUGDQHWDOIRFXVRQWKHLQWURGXFWLRQRIQHZLQVWUXPHQWVDQGVKRZDQH[SDQGLQJSROLF\WRROER[
LQZKLFKPDUNHWEDVHGLQVWUXPHQWVYROXQWDU\DJUHHPHQWVDQGLQIRUPDOGHYLFHVDUHLQWURGXFHGDVDPHDQV
WRVWLPXODWHVHOIJRYHUQLQJEHKDYLRU
7KLVVKLIWLQVW\OHVRIVWHHULQJDZD\IURPJRYHUQPHQWDOµFRPPDQGDQGFRQWURO¶WRZDUGVRSHQDQGPRUH
IOH[LEOHIRUPVRIJRYHUQDQFHLVJHQHUDOO\UHIHUUHGWRDVDPRYHIURPµJRYHUQPHQW¶WRZDUGVµJRYHUQDQFH¶
.RRLPDQ3LHUUHDQG3HWHUV+\VLQJD$FFRUGLQJWR6WRNHUJRYHUQPHQW
FDQ EH FKDUDFWHUL]HG E\ ³LWV DELOLW\ WR PDNH GHFLVLRQV DQG WR HQIRUFH WKHP´ ZKHUHDV WKH HVVHQFH RI
JRYHUQDQFHLV³LWVIRFXVRQJRYHUQLQJPHFKDQLVPVZKLFKGRQRWUHFRXUVHWRWKHDXWKRULW\DQGVDQFWLRQVRI
JRYHUQPHQW´$OWKRXJKWKHWUHQGWRZDUGVJRYHUQDQFHLVVHHQE\PDQ\DXWKRUVLQGLIIHUHQWILHOGVLQSXEOLF
SROLF\ WKH WUDQVSRUW DQG LQIUDVWUXFWXUH VHFWRU KDV SURYHG WR EH UDWKHU UHVLOLHQW WRZDUGV WKLV FKDQJH
%DQLVWHU+\VLQJE
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5HFHQWO\ KRZHYHU LQ WKH 1HWKHUODQGV WKH 1DWLRQDO &ROODERUDWLRQ 3URJUDPPH RQ $LU 4XDOLW\ LQ
'XWFK1DWLRQDDO6DPHQZHUNLQJVSURJUDPPD/XFKWNZDOLWHLW>16/@ZDV LQWURGXFHG7KHGLOHPPDDW WKH
KHDUW RI WKLV SURJUDPPH ZDV WKH VLPXOWDQHRXV QHHG IRU QHZ LQIUDVWUXFWXUH LQ WKLV LQVWDQFH QDWLRQDO
KLJKZD\VDQGFRPSOLDQFHZLWKVWULFWDLUTXDOLW\VWDQGDUGV,QRUGHUWRRYHUFRPHWKLVGLOHPPDWKH16/
FRPELQHGHOHPHQWVRILQIUDVWUXFWXUHDQGHQYLURQPHQWDOSODQQLQJLQWRDQHZJRYHUQDQFHDSSURDFK
+RZHYHU LQ WUDQVSRUW DQG LQIUDVWUXFWXUHSROLF\ D JRYHUQDQFH DSSURDFKEDODQFLQJ HQYLURQPHQWDO DQG
LQIUDVWUXFWXUDOJRDOVLVUDWKHUQHZDQG\HWOLPLWHGLQVLJKWUHJDUGLQJVXFKDQDSSURDFKLVDYDLODEOH7KHDLP
RI WKLV SDSHU LV WKUHHIROG:LWK KHOSRI DQ LQGHSWK FDVH VWXG\ LQWR WKH16/ZH ILUVW HODERUDWHRQ WKH
GLOHPPDEHWZHHQGHYHORSPHQWDQGSURWHFWLRQ7KHQZHFRQVLGHULQZKDWZD\DVKLIWIURPJRYHUQPHQWWR
JRYHUQDQFH FDQKHOS WRGHDOZLWK WKLV FRQWUDGLVWLQFWLRQ7KLUGO\ZH LQYHVWLJDWH WKH LPSOLFDWLRQVRI WKLV
VKLIW
7KH PHWKRGRORJLFDO DSSURDFK XQGHUSLQQLQJ WKLV SDSHU LQFOXGHV GHVN UHVHDUFK VHPLVWUXFWXUHG
LQWHUYLHZVDQGZRUNVKRSV:HIROORZHGWKH16/IURPFRQFHSWLRQWLOOSUHVHQWDOOLQDOODSHULRGRIWKUHH
\HDUV'XULQJ WKLV WLPHZH FRQGXFWHG WZR URXQGVRI VHPLVWUXFWXUHG LQWHUYLHZV ,Q VXPZH FRQGXFWHG
RYHUILIW\VHPLVWUXFWXUHGLQWHUYLHZVZLWKLPSRUWDQWVWDNHKROGHUVRQWKHQDWLRQDOUHJLRQDODQGORFDOOHYHO
,QWKHVHLQWHUYLHZVZHKDYHIRFXVHGRQWKHLPSOLFDWLRQVRIWKHGLOHPPDLQVWLWXWLRQDORUJDQL]DWLRQDODQG
JRYHUQDQFHUHVSRQVHVDQGVWDNHKROGHUSHUVSHFWLYHVRQFROODERUDWLRQ7KHUHVXOWVRIWKHVHLQWHUYLHZVKDYH
EHHQGLVFXVVHGLQZRUNVKRSVLQZKLFKDUDQJHRISURIHVVLRQDOVSDUWLFLSDWHG$GGLWLRQDOLQIRUPDWLRQZDV
DFTXLUHGWKRXJKDQDO\VLVRISROLF\GRFXPHQWVDQGVFLHQWLILFDFFRXQWVRIGHYHORSPHQWV LQWKHDLUTXDOLW\
GRPDLQ
,Q WKH IROORZLQJ VHFWLRQV ZH ZLOO ILUVW HODERUDWH RQ WKH GLOHPPD RI FRQWUDVWLQJ LQIUDVWUXFWXUDO DQG
HQYLURQPHQWDO JRDOV:H VSHFLILFDOO\ IRFXVRQ WKHZD\ LQIUDVWUXFWXUHGHYHORSPHQW LV GHOLYHUHG DQG WKH
LQVWLWXWLRQDOFRQWH[WLQZKLFKWKLVWDNHVSODFH,QWKHQH[WVHFWLRQZHLQYHVWLJDWHWKHVKLIWIURPJRYHUQPHQW
WRJRYHUQDQFHWRGHDOZLWKWKLVGLOHPPD,QVHFWLRQIRXUZHSUHVHQWWKHUHVXOWVRIRXUFDVHVWXG\LQWRWKH
16/ZKLFKDUHEHLQJDQDO\]HGDQGGLVFXVVHGLQVHFWLRQILYH,QVHFWLRQVL[ZHZLOOGUDZRXUFRQFOXVLRQV
DQGSUHVHQWUHFRPPHQGDWLRQVIRUSODQQLQJSUDFWLFH
3UREOHPDWLFLQIUDVWUXFWXUHGHOLYHU\
$OWKRXJKWKHQHJDWLYHLPSDFWRIWUDQVSRUWRQWKHHQYLURQPHQWLVDFNQRZOHGJHGLQERWKVHFWRUVVHHIRU
H[DPSOH%DUGHDQG%XWWRQ%DQLVWHUDQG%XWWRQHQYLURQPHQWDODQGWUDQVSRUWSROLF\LVEHLQJ
GHYHORSHG LQ VHSDUDWH SROLF\ ILHOGV 2Q WKH RQH KDQG DV +\VLQJ  H[SODLQV ³WUDQVSRUW LV
LQVWLWXWLRQDOO\ VHWXS DV D VHSDUDWH SROLF\ DUHD JRYHUQHG E\ DXWKRULWLHV DQG RUJDQL]DWLRQV WKDW DUH RQO\
UHVSRQVLEOH IRU WUDQVSRUW´ S 2Q WKH RWKHU KDQGZKLOH HQYLURQPHQWDO SROLF\ LQWHJUDWLRQ (3, LV
EHLQJDGYRFDWHGRQHVSHFLDOO\(XURSHDQOHYHO/HQVFKRZ-RUGDQDQG/HQVFKRZLQSUDFWLFH
LWFRPHVXSDJDLQVW³WKHKDUGSROLWLFDOUHDOLWLHVLQWKHVHFWRUV´-RUGDQDQG/HQVFKRZS%RWK
ILHOGV DUH GHWHUPLQHG E\ WKHLU RZQ SROLF\GRPDLQVSHFLILF IDFWRUV YHVWHG LQWHUHVWV DQG QHWZRUNV DQG
FKDUDFWHUL]HGE\WKHLURZQPRGHRIJRYHUQDQFH
$VVKRZQE\%DQLVWHUHWDOWUDQVSRUWSROLF\KDVEHHQODUJHO\IRFXVHGRQWKHUHDOL]DWLRQRIQHZ
LQIUDVWUXFWXUHLQRUGHUWRSURYLGHIRUWKHJURZWKLQWUDYHO7DNLQJLQWRDFFRXQWWKDWDVPRGHOHGE\6FKDIHU
DQG 9LFWRU  ZRUOGZLGH PRELOLW\ ZLOO LQFUHDVH VSHFWDFXODUO\ RQ WKH ORQJ WHUP DGGLWLRQDO
LQIUDVWUXFWXUH ZLOO EH QHFHVVDU\ $OWKRXJK 6FKDIHU DQG9LFWRU  SRLQW WRZDUGV WKH QHHG RI KLJK
VSHHGPRGHVRI WUDQVSRUWPRVW WUDYHOZLOO VWLOOEHGRQHE\FDU7KHUHIRUHZH IRFXV VSHFLILFDOO\RQ WKH
SURYLVLRQRIQHZURDGLQIUDVWUXFWXUH
$V VKRZQ E\ 6KRUW DQG .ORSS  DQG $UWV  GXH WR WKH KLJK LQYHVWPHQW FRVWV DQG
FRQVLGHUDEOHHQYLURQPHQWDOLPSDFWURDGLQIUDVWUXFWXUHSODQQLQJDQGUHDOL]DWLRQLQRIWHQGRPLQDWHGE\WKH
FHQWUDO JRYHUQPHQW $FFRUGLQJ WR %DQQLVWHU  LQIUDVWUXFWXUH SODQQLQJ FDQ EH FKDUDFWHUL]HG E\ D
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GHGXFWLYHDSSURDFKRIGDWDFROOHFWLRQGHILQLQJJRDOVDQGREMHFWLYHVDQGIRUHFDVWLQJIXWXUHGHPDQGV LQ
RUGHUWRVROYHPRELOLW\LVVXHVLQDWHFKQLFDOZD\,QOLQHZLWKWKHµGHFLGHDQQRXQFHGHIHQG¶JRYHUQDQFH
VWUDWHJ\VHHIRUH[DPSOH6XVVNLQG:DOHVKWKHFHQWUDOJRYHUQPHQWGHFLGHVWKDWDGGLWLRQDO
LQIUDVWUXFWXUH LV QHFHVVDU\ 6XEVHTXHQWO\ D SURMHFW LV GHILQHG RQ WKH EDVLV RI D GHWDLOHG DQG H[WHQVLYH
SUREOHPGHILQLWLRQPDGHHQWLUHO\ZLWKLQWKHJRYHUQPHQW,QWKLVDSSURDFKWKHSDUWLFLSDWLRQRIRWKHUDFWRUV
LVUDWKHUOLPLWHG$VLQGLFDWHGE\5RPHLQHWDOORFDODQGUHJLRQDODFWRUVDUHRIWHQRQO\LQYROYHGLQ
ODWHU VWDJHV ³ZKHQ PRVW IXQGDPHQWDO GHFLVLRQV DOUHDG\ KDYH EHHQ PDGH DQG WKHVH VWDNHKROGHUV DUH
FRQIURQWHGZLWKDIDLWDFFRPSOL³S7KXVLQLWLDOGHFLVLRQVDUHPDGHE\DJHQF\H[SHUWVDQQRXQFHG
WRRWKHUDFWRUVDQGWKHSXEOLFDQGWKHQGHIHQGHGDJDLQVWFULWLFLVP
$OWKRXJK'H5RR  DQG+HUWRJK DQG:HVWHUYHUOG  FODLP WKDW WKLVPRGH RI JRYHUQDQFH
PLJKWEHVXFFHVVIXOLQVRPHLQVWDQFHV:DOHVK6WDYHDQG%HOOHWDOFRQWHQGWKDWLQ
SUDFWLFH LW GRHV PRUH KDUP WKDQ JRRG 7KH FRQIOLFW EHWZHHQ LQIUDVWUXFWXUH GHYHORSPHQW DQG
HQYLURQPHQWDO SURWHFWLRQSURYLGHV D SULPH H[DPSOHZKLFK VKRZV WKH OLPLWDWLRQVRI WKLV DSSURDFK VHH
/LQGHQDQG9RRJG$UWV=XLGHPDIRUH[DPSOHSRLQWVWRZDUGVGLIIHUHQWSHUFHSWLRQV
RQWKLVGLOHPPDEHWZHHQGLIIHUHQWOD\HUVRIDXWKRULW\2QWKHQDWLRQDOOHYHOEHQHILWVRIQHZLQIUDVWUXFWXUH
FDQVSUHDGDPRQJPDQ\FLWL]HQVRU ORFDOLWLHVZKLOVW FRVWV LQFOXGLQJSRVVLEOHHQYLURQPHQWDO VWUHVV DUH
FRQILQHG WR D VPDOO VXEVHW RI VRFLHW\ LH D VLQJOH UHJLRQ RU ORFDOLW\ ³7\SLFDOO\ ZKDW LV ORFDOO\
FRQVLGHUHG DV WKH GHVLUDEOH FRPSDULQJ ORFDO FRVWV WR ORFDO EHQHILWV ZLOO EH GLIIHUHQW WKDQ ZKDW LV
QDWLRQDOO\ FRQVLGHUHG DV GHVLUDEOH FRPSDULQJ QDWLRQDO FRVWV WR QDWLRQDO EHQHILWV´ S  $V D
FRQVHTXHQFHVWUXJJOHVEHWZHHQGLIIHUHQWOD\HUVRIDXWKRULW\DUHOLNHO\WRGHYHORS
(QYLURQPHQWDO UXOHVDQGUHJXODWLRQV IXUWKHUFRPSOLFDWH WKHPDWWHU$OWKRXJKDV-RUGDQHWDO 
LQGLFDWHDVKLIWWRZDUGVµQHZ¶SROLF\LQVWUXPHQWVDVµWUDGLQJPHFKDQLVPV¶DQGµQHJRWLDWHGDJUHHPHQWV¶LV
QRWLFHDEOH LQ HQYLURQPHQWDO JRYHUQDQFH LQ SUDFWLFH WKH IRFXV LV VWLOO RQ µFRPPDQG DQG FRQWURO¶
,QVWUXPHQWVDVOHJLVODWLRQDQGQRUPDWLYHWRROVDUHVWLOO µWKHZD\WRJR¶FRPSDUH+HUWLQDQG%URHNKRXW
=XLGHPD
+RZHYHU DV ERWK VWULYH WR UHDFK WKHLU DPELWLRQ IRUPXODWHG ZLWKLQ WKHLU RZQ µSROLF\ VLOR¶ FRQIOLFW
EHWZHHQ WKH WZR DULVHV µRQ WKH JURXQG¶ DW SURMHFW OHYHO 2Q WKH RQH KDQG PDQ\ QDUURZO\ GHILQHG
LQIUDVWUXFWXUH SURMHFWV DUH FRQVWUDLQHG E\ VWULFW HQYLURQPHQWDO UXOHV DQG UHJXODWLRQ ZKLOH RQ WKH RWKHU
KDQGFRPSO\LQJZLWKWKHVWULFW(XURSHDQHQYLURQPHQWDOVWDQGDUGVLVEHLQJFRXQWHUDFWHGE\WKHGHOLYHU\
RIQHZLQIUDVWUXFWXUHSURMHFWV
$ SDUWLFXODU FDVH LQ ZKLFK WKLV WHQVLRQ EHWZHHQ LQIUDVWUXFWXUH GHYHORSPHQW DQG HQYLURQPHQWDO
SURWHFWLRQ EHFRPHV DQ HVSHFLDOO\ SUHVVLQJ SUREOHP LV WKH 'XWFK DLU TXDOLW\ GRVVLHU %HORZ ZH ZLOO
LQWURGXFH WKHGLOHPPDDW WKHKHDUWRI WKLVPDWWHU7RGRVRZHKDYHPDGHXVHRIGHVN UHVHDUFK VHPL
VWUXFWXUHGLQWHUYLHZVDQGZRUNVKRSV±WKHGDWDVRXUFHVPHQWLRQHGLQWKHLQWURGXFWLRQ$IXOORYHUYLHZRI
WKH PHWKRGRORJ\ FDQ EH IRXQG LQ VHFWLRQ IRXU ZKHUH ZH IRFXV LQGHSWK RQ WKH 1DWLRQDDO
6DPHQZHUNLQJVSURJUDPPD/XFKWNZDOLWHLW>16/@

6HWWLQJWKHVFHQH$LUTXDOLW\YHUVXVLQIUDVWUXFWXUHGHYHORSPHQW

'XHWRLWVKLJKSRSXODWLRQGHQVLW\WUDGHHFRQRP\LQGXVWU\LQWHQVLYHDJULDQGKRUWLFXOWXUHDQGODUJH
LQWHUQDWLRQDOWUDQVSRUWIORZVWKH1HWKHUODQGVLQFRPSDULVRQWRRWKHUFRXQWULHVKDVWRGHDOZLWKDKLJK
SUHVVXUHRQWKHHQYLURQPHQW,QWKHFDVHRI(XURSHDQDLUTXDOLW\UHJXODWLRQWKLVSRVHGWKH1HWKHUODQGVIRU
DGLOHPPD2QWKHRQHKDQGVWULFW(XURSHDQVWDQGDUGVZHUHFRQVLGHUHGWREHQHFHVVDU\WRUHOLHYHVRPHRI
WKH HQYLURQPHQWDO EXUGHQ *URRW  5RRG HW DO  2Q WKH RWKHU VWXGLHV KDG VKRZQ WKDW
REWDLQLQJ WKHVH VWULFW DLU TXDOLW\ QRUPV LQ WKH1HWKHUODQGVZRXOG EHFRPH YHU\ FRPSOLFDWHG DQG FRVWO\
%ORHPHQHWDO7.
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)RU D ORQJ WLPH WKH 1HWKHUODQGV ZDV FRQVLGHUHG WR EH D IRUH UXQQHU LQ WKH ILHOG RI HQYLURQPHQWDO
SROLF\ VHH IRU H[DPSOH 'H 5RR  =XLGHPD  ,Q WKH QHJRWLDWLRQ SURFHVV RQ 'LUHFWLYH
(*ZKLFKFRQWDLQVVWDQGDUGVIRUGLIIHUHQWDLUSROOXWLQJPDWWHUVWKH'XWFKZDQWHGWROLYHXSWR
WKLVVWDWXV7KHUHIRUHWKH1HWKHUODQGVDSSURYHGVWULFWVWDQGDUGVEXWHPSKDVL]HGWKHQHHGIRUFRPPXQDO
VRXUFHUHODWHG PHDVXUHV DW WKH (XURSHDQ OHYHO 5RRG HW DO  9520UDDG  2QFH YHUEDO
DJUHHPHQWVRQFRPPXQDOVRXUFHUHODWHGSROLFLHVZHUHPDGHWKH'XWFKDGRSWHGWKH(8'LUHFWLYHDQGLW
ZDVLPSOHPHQWHGLQWKH'XWFKOHJLVODWLYHV\VWHPE\PHDQVRIWKH'HFUHHRQ$LU4XDOLW\XQGHUWKH'XWFK
(QYLURQPHQWDO0DQDJHPHQW$FW7KH'HFUHHVWDWHGWKDWDOOVSDWLDODQGLQIUDVWUXFWXUHSURMHFWVKDGWRWDNH
WKH(XURSHDQDLUTXDOLW\VWDQGDUGVLQWRDFFRXQW
+RZHYHUGUDVWLF(XURSHDQVRXUFHUHODWHGSROLFLHVUHPDLQHGLQGHIDXOWVHHIRUH[DPSOH&20
&RQVHTXHQWO\ZKHQWKHILUVWFDVHVDSSHDUHGEHIRUHWKH5DDGYDQ6WDWHWKHKLJKHVW'XWFKDGPLQLVWUDWLYH
FRXUWWKLVFRXUWFRQFOXGHGWKDWWKHH[HFXWLRQRIVSDWLDODQGLQIUDVWUXFWXUHSURMHFWVZDVLQFRQIOLFWZLWKWKH
'XWFKDPELWLRQWRUHDFKWKH(XURSHDQVWDQGDUGV)XUWKHUPRUHDVGHWDLOHGDQDO\VLVE\%DFNHVHWDO
DQG.RHOHPHLMHUHWDOVKRZVWKH'HFUHHZDVLQWHUSUHWHGE\WKH5DDGYDQ6WDWHLQDQXQH[SHFWHG
DQG FRPSDUDWLYHO\ YHU\ VWULFW ZD\ *LYHQ WKH KLJK HQYLURQPHQWDO EXUGHQ LQ ODUJH SDUWV RI WKH
1HWKHUODQGVWKHQRUPVZHUHODUJHO\WUDQVJUHVVHGVHHIRUH[DPSOH0DWWKLMVHQDQG9LVVHU)RONHUW
HW DO  ,Q YLHZ RI WKLV VLWXDWLRQ SDUDGR[LFDOO\ WKH 5DDG YDQ 6WDWH FRQVLGHUHG SURMHFWV WR EH
FRQWULEXWLRQV WR PDNH VXUH WKDW WKH (XURSHDQ VWDQGDUGV ZHUH UHDFKHG 7KLV PHDQW WKDW WKH DPRXQW RI
PLWLJDWLQJPHDVXUHV LQ HDFK SURMHFW KDG WREH WKDW ODUJH WKDW WKH JHQHUDO VWDWH RI WKH DLU TXDOLW\ZRXOG
LPSURYHWRVXFKDQH[WHQWWKDWWKH(XURSHDQVWDQGDUGVZRXOGEHREWDLQHG
7KLV LQWHUSUHWDWLRQ RI WKH 'HFUHH KDG D GUDPDWLF LPSDFW RQ DOO VSDWLDO DQG LQIUDVWUXFWXUH SURMHFWV
0LWLJDWLQJPHDVXUHV WR UDGLFDOO\ LPSURYH WKHDLUTXDOLW\FRXOGQRWEH WDNHQZLWKLQ WKH OLPLWHGVFRSHRI
VHSDUDWH SURMHFWV 5:6  7KHUHIRUH PDQ\ SURMHFWV FDPH WR D VWDQGVWLOO 7R LOOXVWUDWH LQWHUQDO
UHVHDUFKDW0LQLVWU\RI7UDQVSRUWLQGLFDWHGWKDWRQO\RQHRXWRIWHQRIWKHLUSURMHFWVFRXOGSURFHHG
7R UHVSRQG WR WKLV FULVLV D YDULHW\ RI LQVWUXPHQWV KDV EHHQ GLVFXVVHG ([DPSOHV UDQJH IURP
GLVFRQQHFWLQJSURMHFWFRQVHQWDQGHQYLURQPHQWDOVWDQGDUGVZKLFKRQO\UHPDLQHGDGLVFXVVLRQ WRZDUGV
LQVWUXPHQWVDVVHDVDOWGHGXFWLRQZKLFKPHDQVWKDWQDWXUDOSDUWLFOHVDVVHDVDOWQRORQJHUKDGWREHWDNHQ
LQWR DFFRXQW 'HVSLWH DOO HIIRUWV WKH JHQHUDO FRQFOXVLRQ LQ WKH LQWHUYLHZV DW DOO OHYHOV RI DXWKRULW\
QDWLRQDO SURYLQFLDO DQG PXQLFLSDO ZDV WKDW WKH RQO\ ZD\ RXW ZDV D SURDFWLYH DQG FROODERUDWLYH
DSSURDFK $V VWDWHG E\ DQ LQWHUYLHZHH IURP DQ H[DPLQLQJ DJHQF\ ³ZH IUHTXHQWO\ KDG WR GUDZ WKH
FRQFOXVLRQWKDWDSURMHFWVLPSO\FRXOGQRWFRPSO\ZLWKWKHDLUTXDOLW\VWDQGDUGV,QRUGHUWRFRPHXSZLWK
DVROXWLRQZHQHHGHGWRZRUNWRJHWKHUEH\RQGWKHVFRSHRIWKHVHSDUDWHSURMHFWV´$VDQDWLRQDOSROLF\
RIILFHUVQRWHV³ZHVWDUWHGWRUHDOL]HWKDWLIZHUHDOO\ZDQWHGWREUHDNWKURXJKWKHGHDGORFNZHQHHGHGWKH
GHFHQWUDOL]HGJRYHUQPHQWV$VFHQWUDOJRYHUQPHQWZHVLPSO\FRXOGQRWUHVROYHLWRQRXURZQ´
%UHDNLQJWKURXJKWKHGHDGORFNVKLIWLQJIURPJRYHUQPHQWWRJRYHUQDQFH
,W EHFRPHV FOHDU WKDW WKH WUDGLWLRQDO µGHFLGHDQQRXQFHGHIHQG¶ DSSURDFK LV XQDEOH WR GHDO ZLWK WKH
GLOHPPD EHWZHHQ GHYHORSPHQW DQG HQYLURQPHQWDO SURWHFWLRQ 7KH FHQWUDO JRYHUQPHQW KDV WR
DFNQRZOHGJH WKDW VHWWLQJ WKHLU RZQ WDUJHWV DQG LPSOHPHQWDWLRQ WUDMHFWRULHV LQGHSHQGHQW RI RWKHUSROLF\
DFWRUVLVQRORQJHUDQRSWLRQ,QVWHDGDVWKHDLUTXDOLW\GLOHPPDVKRZVDQLQWHJUDWHGDSSURDFKLQZKLFK
WKHFHQWUDOJRYHUQPHQWFRRSHUDWHVZLWK WKHGHFHQWUDOL]HGJRYHUQPHQWV LQRUGHU WR UHDOL]HERWKQDWLRQDO
DQGUHJLRQDOWDUJHWVLVµWKHRQO\ZD\RXW¶
7KH IDFW WKDW UROH DQG WKH JRYHUQLQJ FDSDFLW\ RI WKH FHQWUDO JRYHUQPHQW KDV FKDQJHG LV ZLGHO\
DFNQRZOHGJHG LQ OLWHUDWXUH VHH IRU H[DPSOH .RRLPDQ  6WRNHU  3LHUUH DQG 3HWHUV 
 7KH FHQWUDO JRYHUQPHQW LV QR ORQJHU FRQVLGHUHG WR EH DEOH WR ³DUWLFXODWH DQG SXUVXH FROOHFWLYH
DFWLRQ DQG LPSRVH LWV ZLOO RQ VRFLHW\´ +\VLQJ  S  LQVWHDG ³JRYHUQPHQWV KDYH EHFRPH
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LQFUHDVLQJO\ GHSHQGHQW XSRQ WKH FRRSHUDWLRQ DQG MRLQW UHVRXUFHPRELOL]DWLRQ RI >RWKHU@ SROLF\ DFWRUV´
%RU]HO  S $OWKRXJK LW LV JHQHUDOO\ DFNQRZOHGJHG LQ OLWHUDWXUH WKDW WKH UROH RI WKH FHQWUDO
JRYHUQPHQW LV FKDQJLQJ WKH DFWXDO H[WHQW RI WKLV FKDQJH LV SDUW RI DQ RQJRLQJ GHEDWH LQ SODQQLQJ DQG
JRYHUQDQFHOLWHUDWXUH+\VLQJVXJJHVWVWRFRQVLGHUWKLVFKDQJHIURPJRYHUQPHQWWRJRYHUQDQFHDV
³WZRSROHVRQDFRQWLQXXPDORQJZKLFKWKHUROHRIWKHVWDWHYDULHVIURPGLUHFWVWDWHLQWHUYHQWLRQ>«@WR
H[WHQVLYHVRFLHWDODXWRQRP\WKDWLV>LQ@VHOIRUJDQL]HGDQGVHOIJRYHUQLQJ>«@QHWZRUNV´
$V GHSLFWHG LQ ILJXUH  0DUWHQV 
SURSRVHV WKUHH µLGHDO¶ JRYHUQDQFHPRGHOV WKURXJK
ZKLFKWKLVVKLIWRQWKHFRQWLQXXPFDQEHDQDO\]HG
µJRYHUQDQFH WKURXJK FRRUGLQDWLRQ¶ µJRYHUQDQFH
WKURXJK FRPSHWLWLRQ¶ DQG µJRYHUQDQFH WKURXJK
DUJXPHQWDWLRQ¶ ,Q GRLQJ WKLV JRYHUQDQFH LV QRW
RSSRVHG WRJRYHUQPHQW VW\OHV RI VWHHULQJ5DWKHU
DV DOVR 6WRNHU  VXJJHVWV ZKDW LV FDOOHG
µJRYHUQPHQW¶ LV VHHQ DQ H[DPSOH RI KRZ
JRYHUQDQFH FDQ EH RUJDQL]HG ,Q WKH PHDQWLPH
WKHUH DUH DOVR RWKHU ZD\V WKURXJK ZKLFK
JRYHUQDQFHFDQEHRUJDQL]HG6RZKDWLVFDOOHGD
VKLIW JRYHUQPHQW WRJRYHUQDQFH FDQEH VHHQ DV D
PRYH DZD\ IURP RQH GRPLQDQW PRGHO RI
JRYHUQDQFH LH µJRYHUQPHQW¶ WRZDUGV
DOWHUQDWLYHPRGHVRIJRYHUQDQFH
*RYHUQDQFHWKURXJKFRRUGLQDWLRQFRPHVFORVHVW WRZKDWKDVEHHQHDUOLHUGHVFULEHGDVDµJRYHUQPHQW
VW\OH RI VWHHULQJ¶ ,Q WKLV PRGHO WKH SXEOLF VHFWRU LV WKH JRYHUQLQJ ERG\ 0DUWHQV  ZKLFK LV
FRQVLGHUHG WR UHSUHVHQW FROOHFWLYH LQWHUHVWV EHVW 7KH\ H[HUFLVH DXWKRULW\ E\ LVVXLQJ JRYHUQPHQW
UHJXODWLRQVDQGODZVWRµFRPPDQGDQGFRQWURO¶WKHSULYDWHUHDOPZKLFKLVWREHµJRYHUQHG¶7RPDLQWDLQ
XQLW\ LQ ERWK SROLF\ IRUPXODWLRQ DQG LPSOHPHQWDWLRQ FRRUGLQDWLRQ LV WR EH HQIRUFHG E\ WKH FHQWUDO
JRYHUQPHQW
,Q WKH FDVH RI WKH JRYHUQDQFH WKURXJK FRPSHWLWLRQ PRGH WKH µPDUNHW¶ PXFK OLNH $GDPV 6PLWK¶V
µLQYLVLEOH KDQG¶ LV VHHQ DV WKH VHOIUHJXODWLQJ PHFKDQLVP DPRQJ DFWRUV 6RFLHWDO QHHGV DUH GHOLYHUHG
WKURXJKGHPDQGDQGVXSSO\PHFKDQLVPV*RYHUQDQFH LVFRQVLGHUHGWREHDFRPSHWLWLRQEHWZHHQDFWRUV
ZLWK GLYHUVH LQWHUHVWV ,QYROYHG DFWRUV IRUPXODWH WKHLU RZQ LQWHUHVWV SROLFLHV DQG SUHIHUHQFHV DQGZLOO
VWUXJJOHZLWKRWKHUFRPSHWLQJDFWRUV WKHDFKLHYH WKHLUJRDO&RRSHUDWLRQRFFXUVRQ WKHEDVLVRIPXWXDO
EHQHILWIRUH[DPSOHZKHQRQHSDUW\LVSUHSDUHGWRµSD\¶WKHRWKHUSDUW\HQRXJK
,QVWHDGRIFRPSHWLWLRQDVNH\GULYHU WKHµJRYHUQDQFHWKURXJKDUJXPHQWDWLRQ¶PRGHFRQVLGHUVSXEOLF
UHDVRQLQJ DQG DUJXPHQWDWLRQ WR EH WKH FRRUGLQDWLYH PHFKDQLVP LQ PDNLQJ GHFLVLRQV DQG FRPELQLQJ
REMHFWLYHV6LPLODUO\³WKHEDVLFLGHRORJ\WKDWXQGHUOLHVWKLVERG\RIOLWHUDWXUHLVWKHLGHDWKDWJRYHUQDQFH
VKRXOG EH D SURFHVV RI DUJXPHQWDWLRQ EHWZHHQ DOO LQYROYHG µVWDNHKROGHUV¶´ 0DUWHQV  S  ,Q
µJRYHUQDQFH WKURXJK DUJXPHQWDWLRQ¶ DXWKRULW\ GRHV QRW RULJLQDWH ZLWK JRYHUQPHQWV EXW ZLWK WKH
FROOHFWLYHRIVWDNHKROGHUV%DVHGRQLQWHUDFWLRQVEHWZHHQWKHPFKRLFHVDUHPDGH,GHDOO\WKH\ZLOOUHDFK
FRQVHQVXVDERXWZKDWLVFRQVLGHUHGWKHEHVWVROXWLRQEDVHGRQD³SURFHVVRIFROODERUDWLRQDQGOHDUQLQJ´
:ROWMHUS&RQVHTXHQWO\MXVWDVµJRYHUQDQFHWURXJKFRPSHWLWLRQ¶ERWWRPXSVHOIJRYHUQDQFH
SURFHVVHV RI LQWHUDFWLQJ DFWRUV DUH FRQVLGHUHG WKH FRRUGLQDWLYHPHFKDQLVPV WKDW SURGXFH VWUDWHJLHV DQG
DFWLRQV 7KH GLIIHUHQFH ZLWK WKH FRPSHWLWLYH PRGHO OLHV WKHUHLQ WKDW ³WKH IRFXV LV RQ WKH NQRZOHGJH
DVVXPSWLRQV DUJXPHQWV DQG VROXWLRQV WKHVH DFWRUV EULQJ WR WKH WDEOH UDWKHU WKDQ RQ WKH IRUPDO
UHVSRQVLELOLWLHVSRZHUUHVRXUFHVDQGLQWHUHVWVRIWKHDFWRUV´0DUWHQVS
2QWKHEDVLVRIWKHVHWKUHHLGHDOPRGHVRIJRYHUQDQFHZHZLOODQDO\]HRXUFDVHGHVFULEHGEHORZ
)LJXUH7KUHHLGHDOPRGHVRIJRYHUQDQFHWR
DQDO\]HWKHVKLIWIURPJRYHUQPHQWWRJRYHUQDQFH
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)URPJRYHUQPHQWWRJRYHUQDQFHLQLQIUDVWUXFWXUHSODQQLQJWKH1DWLRQDO&RRSHUDWLRQ
3URJUDPPHRQ$LU4XDOLW\
7RJDLQPRUH LQVLJKW LQ WKHSUDFWLFDO LPSOLFDWLRQVRI WKLV VKLIW
IURPJRYHUQPHQW WRJRYHUQDQFHZH IRFXVRQDFOHDUH[DPSOH
LQ LQIUDVWUXFWXUH SODQQLQJ ZKLFK KDV EHHQ GHYHORSHG DV D
UHVSRQVH WR RYHUFRPH WKH GLOHPPD EHWZHHQ LQIUDVWUXFWXUH
GHYHORSPHQWDQGREWDLQLQJDLUTXDOLW\VWDQGDUGV:HIROORZHG
WKH1DWLRQDO&RRSHUDWLRQ3URJUDPPHRQ$LU4XDOLW\KHUHDIWHU
16/ DIWHU LWV 'XWFK DFURQ\P RI 1DWLRQDDO
6DPHQZHUNLQJVSURJUDPPD/XFKWNZDOLWHLWIURPFRQFHSWLRQWLOO
SUHVHQWDSHULRGRIWKUHH\HDUVWLPH
$OWKRXJKDLUTXDOLW\LVVXHVZHUHSURPLQHQWLQPDQ\ )LJXUH7KHUHGGRWVLQGLFDWHKLJK
(XURSHDQFRXQWULHVDVGHSLFWHGLQILJXUHZHIRFXV FRQFHQWUDWLRQRIQLWURJHQGLR[LGH
VSHFLILFDOO\RQWKH1HWKHUODQGV7KLVGXHWRWKHIDFWWKDW 6RXUFH(6$
DVIRUH[DPSOH%DFNHVHWDODQG.RHOHPLMHUHWDO
VKRZWKH(XURSHDQVWDQGDUGVLQWKLVFRXQWU\ZHUHEHLQJLQWHUSUHWHGDVKDUGQRUPVWKDWKDGWREHREWDLQHG
µQRPDWWHUZKDW¶'XHWRWKHVWULFWLQWHUSUHWDWLRQRIWKH(XURSHDQVWDQGDUGVLQ'XWFKOHJLVODWLRQEDODQFLQJ
DLUTXDOLW\PDWWHUVZLWKLQIUDVWUXFWXUHGHYHORSPHQWZDVVLPSO\QRWDQRSWLRQ$VDFRQVHTXHQFHDVVKRZQ
VWDWHGE\ WKH9520UDDG ZKHUHDV LQRWKHU FRXQWULHV DLU TXDOLW\ LVVXHVSOD\HG DPDUJLQDO UROH
RQO\RQHRUWZRFRXUWFDVHVWKHQXPEHURIFRXUWFDVHVLQWKH1HWKHUODQGVTXLFNO\URVHWRRYHUDKXQGUHG
7KHGLOHPPDLVWKXVSDUWLFXODUO\SURPLQHQWLQWKH1HWKHUODQGV

'DWDFROOHFWLRQVWUDWHJLHV

0XOWLSOH GDWD VRXUFHV KDYH EHHQ XVHG WR JDLQ LQGHSWK NQRZOHGJH )LUVW ZH KDYH VWXGLHG FRXUW
UHDGLQJV E\ WKH 5DDG YDQ 6WDWH WKH KLJKHVW 'XWFK DGPLQLVWUDWLYH FRXUW DYDLODEOH DW
ZZZUDDGYDQVWDWHQO6HFRQGO\ZHKDYHXQGHUWDNHQGHVNUHVHDUFKLQZKLFKZHKDYHVFUXWLQL]HGYDULRXV
W\SHV RI GRFXPHQWV DV SUHVV UHOHDVHV YHUEDWLP DFFRXQWV RI SROLWLFDO GHEDWHV DQG SXEOLF VSHHFKHV DQG
SROLF\GRFXPHQWV:HDOVRDQDO\]HGDYDLODEOHVFLHQWLILFDFFRXQWVRIGHYHORSPHQWVLQWKLVSROLF\GRPDLQ
7KLUGO\ ZH KDYH FRQGXFWHG WZR URXQGV RI LQWHUYLHZV ZLWK VWDNHKROGHUV LQYROYHG LQ WKH 16/ WKH
SURJUDPPHWKDWKDVEHHQGHYHORSHGDVDUHVSRQVHWRWKHSUHVVLQJGLOHPPD8VLQJRSHQHQGHGWKHPDWLF
TXHVWLRQVVHPLVWUXFWXUHGLQWHUYLHZVZHUHFRQGXFWHGZLWKDZLGHUDQJHRIVWDNHKROGHUVWKHPLQLVWULHV
RI7UDQVSRUW DQG µ+RXVLQJ6SDWLDO3ODQQLQJ DQG WKH(QYLURQPHQW¶ >9520@ SURYLQFHVPXQLFLSDOLWLHV
VXSSRUWLYHJRYHUQPHQWDJHQFLHVLQWHUHVWRUJDQL]DWLRQVDQGFRQVXOWDQF\DQGODZILUPV,QWKHILUVWURXQG
RI LQWHUYLHZVZH IRFXVHG RQ WKH GHYHORSPHQW WKH SURJUDPPH:H FRQGXFWHG  LQWHUYLHZV ,PSRUWDQW
WKHPHVLQWKHVHLQWHUYLHZVZHUHWKHLQVWLWXWLRQDOFRQWH[WDQGWKHFRQGLWLRQVXQGHUZKLFKWKHSURJUDPPH
ZDV HVWDEOLVKHG WKH GLIIHUHQW PRGHV RI JRYHUQDQFH LQ HQYLURQPHQWDO DQG LQIUDVWUXFWXUH SODQQLQJ DQG
VWDNHKROGHUSHUVSHFWLYHVRQFROODERUDWLRQ,QWKHVHFRQGURXQGZHFRQGXFWHGLQWHUYLHZV,QWKLVURXQG
ZH IRFXVHG SDUWLFXODUO\ RQ GHYHORSPHQWV LQ WKH FRQWH[W RI WKH SURJUDPPH DQG VKLIWV LQ VWDNHKROGHU
SHUVSHFWLYH RQ FROODERUDWLRQ7KH SULPDU\ LPSRUWDQFH DOO FRQGXFWHG LQWHUYLHZV LV WKDW WKH\  KHOSHG
PDSLPSRUWDQWJRYHUQLQJDUUDQJHPHQWVDFWRUVDQGLQVWUXPHQWVZLWKLQWKHWZRSROLF\DUHDVSURYLGHG
LPSRUWDQW LQVLJKW LQWR WKH DFWXDO ZRUNLQJV RI GLIIHUHQW PRGHV RI JRYHUQDQFH DQG  YDOLGDWHG DQG
HODERUDWHGRQSUHYLRXVUHVHDUFKUHVXOWVDQGSROLF\VWDWHPHQWVDQGGRFXPHQWV
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$IWHUHDFKURXQGRI LQWHUYLHZVD UHSRUWZDVPDGHVHH%XVVFKHUHWDO%XVVFKHUHWDO
7KHVH UHSRUWV ZHUH PDGH RQ WKH EDVLV RI WKH FRQGXFWHG LQWHUYLHZV DQG GLVFXVVLRQV DERXW WKH FRQFHSW
YHUVLRQVRI WKHUHSRUW LQDZRUNVKRSVHWWLQJ ,Q WKHZRUNVKRSVRXUHPSLULFDOGDWDZDVGLVFXVVHGZLWKD
ZLGHUDQJHRISURIHVVLRQDOV7KHFRPPHQWVRIERWKWKHZRUNVKRSSDUWLFLSDQWVDQGWKHLQWHUYLHZHHVZHUH
WDNHQLQWRDFFRXQWLQWKHILQDOUHSRUWV7KLVKHOSHGWRJDLQIXUWKHULQVLJKWDQGWRHVWDEOLVKDFRQVLVWHQWDQG
FRKHUHQWQDUUDWLYHDERXWWKHGHYHORSPHQWVLQWKHDLUTXDOLW\GRVVLHUDVLVRXWOLQHGEHORZ

*HWWLQJEH\RQGWKHLPSDVVH(VWDEOLVKLQJDFROODERUDWLRQSURJUDPPH

$VKDVEHFRPHFOHDULQVHFWLRQGXHWRWKHFRQWUDGLFWLQJDPELWLRQVZLWKLQWKH1HWKHUODQGVWRFRPSO\
ZLWKVWULFWDLUTXDOLW\VWDQGDUGVDQGDWWKHVDPHWLPHGHYHORSQHZLQIUDVWUXFWXUHDVWDOHPDWHZDVUHDFKHG
$VQHZVSDSHUKHDGOLQHVVWDWHG³WKH1HWKHUODQGVJRWORFNHGXS´VHHHJ15&+DQGHOVEODG2FWREHUUG
9RONVNUDQW-XO\WK2SWLRQV WR UHVROYH WKLV LVVXHZLWKLQ LQIUDVWUXFWXUHSROLF\HJSODFLQJ
EDUULHUV GHFUHDVLQJ WKH PD[LPXP VSHHG RU LQ WKH HQYLURQPHQWDO SROLF\ ILHOG FRQVXOWDWLRQ ZLWK WKH
(XURSHDQ&RPPLVVLRQZHUHQRWHIIHFWLYHHQRXJK,QWHJUDWLRQRIWKHWZRSROLF\ILHOGVDQGFROODERUDWLRQ
DPRQJGLIIHUHQWSROLF\ OHYHOVZDVVHHQDV WKHRQO\ZD\RXW$VD IRUPHUQDWLRQDOSROLF\RIILFHUV VWDWHV
³WZRGULYHUVFRXOGEHLGHQWLILHGLQWKHDLUTXDOLW\GRVVLHU2QWKHRQHKDQGLQIUDVWUXFWXUHSURMHFWVKDGWR
SURFHHGDJDLQ2QWKHRWKHUHQYLURQPHQWDOVWDQGDUGVKDGWREHREWDLQHG7KHWULFNZDVWRILQGDEVWUDFW
JRDOV WKDW HYHU\ERG\ZRXOGDJUHH RQ:H KDG WR DOLJQPDQ\ GLIIHUHQW LQWHUHVWV LQ VXFK DZD\ WKDW DOO
VWDNHKROGHUVEHFDPHLQWHUGHSHQGHQW(YHU\ERG\KDG WRXQGHUVWDQG WKH\FRXOGQRWUHDFK WKHVHJRDOVRQ
WKHLURZQ´$PXQLFLSDOSROLF\RIILFHUDGGV³:HKDGWRZRUNWRJHWKHUZHVLPSO\FRXOGQRWPDNHLWRQ
RXURZQ´
+RZHYHUWKH0LQLVWU\RI9520DQGWKH0LQLVWU\RI7UDQVSRUWKDYHGLIIHUHQWSHUVSHFWLYHVRQVSDWLDO
SODQQLQJ DQG WKH HQYLURQPHQW 9DQ:HH ZKLFK FRPSOLFDWHG FROODERUDWLRQ$V D SROLF\ RIILFHU
GHQRWHV³LWZDVDUHDOFKDOOHQJHWRFRPELQHWKHWZRZRUOGVRIWKH0LQLVWU\RI9520DQG7UDQVSRUWZLWK
HDFK RWKHU 7KH GHSDUWPHQWV ZHUH LQ RSSRVLWH SRVLWLRQV´(YHQWXDOO\ XQGHU KLJK SROLWLFDO SUHVVXUH D
SURJUDPPHPDQDJHURIWKHPLQLVWU\RI7UDQVSRUWZDVDSSRLQWHGWRZRUNZLWKLQWKHPLQLVWU\RI9520
+LVPDLQWDVNZDV³WRPDNHVXUHWKDWZHFRXOGEXLOGDJDLQ´,QRUGHUWRSHUVXDGHWKHPLQLVWU\RI9520
LQWR FROODERUDWLQJ ZLWK WKH PLQLVWU\ RI 7UDQVSRUW DQG YLFH YHUVD D SURJUDPPH ZDV HVWDEOLVKHG WKDW
FRQWDLQHG WZRFKDOOHQJLQJJRDOV ILUVW WKHDLUTXDOLW\ LQ WKH1HWKHUODQGVZLOO LPSURYH WRVXFKDQH[WHQW
WKDW WKH(XURSHDQVWDQGDUGVDUHEHLQJ UHDFKHGDQG VHFRQG WKLVGHVSLWH WKHGHOLYHU\QHZ LQIUDVWUXFWXUH
SURMHFWV7KHVHJRDOV VKRXOGEHREWDLQHGRQGLIIHUHQW WLPHVFDOHV ,QIUDVWUXFWXUHSURMHFWVFRXOGSURFHHG
ULJKW DZD\ ZKLOH WKH WZR PLQLVWULHV ZRXOG MRLQWO\ XQGHUWDNH PLWLJDWLQJ PHDVXUHV WR LPSURYH WKH DLU
TXDOLW\ 7RJHWKHU WKHVH MRLQWO\ XQGHUWDNHQ PHDVXUHV VKRXOG FOHDQ WKH DLU WKDW PXFK WKDW GHVSLWH WKH
UHDOL]DWLRQRI LQIUDVWUXFWXUHSURMHFWV WKH VWDQGDUGV IRUSDUWLFXODWHPDWWHUDUHEHLQJ UHDFKHG LQDQG
QLWURJHQGLR[LGHLQ
,QRUGHUWRJDLQRYHUYLHZRIWKHZKROHVLWXDWLRQILUVWDQH[WHQVLYHPRQLWRULQJWRROZDVGHYHORSHG7KH
EDVLV RI WKLV WRRO LV VRSKLVWLFDWHG PRGHO ZKLFK FDOFXODWHV WKH DLU TXDOLW\ RQ WKH EDVLV RI DXWRQRPRXV
GHYHORSPHQWVLQVKLSSLQJDJULFXOWXUHLQGXVWU\HWFDQGWKHQXPEHURIFDUVRQWKHURDG7KLVZDVXVHGLQ
RUGHU WRSURMHFW IXWXUHGHYHORSPHQWV7KHPRQLWRULQJ WRRO DOVR FDOFXODWHG WKH LPSDFW RI DOO VSDWLDO DQG
LQIUDVWUXFWXUHGHYHORSPHQW7DNHQWRJHWKHUIRUWKHILUVWWLPHWKHSDUWLHVJDLQHGIXOORYHUYLHZRIZKDWWR
EH GRQH 6RPHZKDW VXUSULVLQJO\ WKH SLFWXUH ZDV ³QRW WRR EDG 7KH DPRXQW RI SROOXWDQWV VHHPHG WR
JUDGXDOO\GHFUHDVH7KLVJDYHXVWKHLGHDWKDWZHFRXOGUHDOO\GRLW´DVVDLGE\DPRGHOOHU7KLVRSLQLRQ
LVUHVRQDWHGLQ.RUYHUDQG'H%UXLMQDQG0DWWKLMVHQDQG.RHOHPHLMHU
+RZHYHULQRUGHUWRµGRLW¶WRPDNHVXUHWKDWHYHU\ZKHUHLQWKHFRXQWU\WKHDLUTXDOLW\VWDQGDUGVDUH
EHLQJ UHDFKHG VORZO\ EXW VXUHO\ WKH FHQWUDO JRYHUQPHQW VWDUWHG WR UHDOL]H WKDW FRRSHUDWLRQ ZLWK WKH
GHFHQWUDOL]HG JRYHUQPHQW ZDV QHFHVVDU\ $OVR ORFDO JRYHUQPHQWV KDG HQFRXQWHUHG VHYHUH SUREOHPV
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UHJDUGLQJ DLU TXDOLW\ ZKLFK FRXOG QRW EH VROYHG RQ WKH ORFDO OHYHO VHH IRU H[DPSOH &20 
*HPHHQWH 5RWWHUGDP DQG 6WDGVUHJLR 5RWWHUGDP  +RZHYHU WKH GHFHQWUDOL]HG JRYHUQPHQWV KDG
DOZD\VSHUFHLYHG WKH0LQLVWU\RI9520DV OLWWOH UHVSRQVLYH WRZDUGV WKH ORFDOQHHGV$FFRUGLQJ WR IRU
H[DPSOH =XLGHPD  HQYLURQPHQWDO SROLF\ ZLWKLQ WKH 1HWKHUODQGV FRXOG EH FKDUDFWHUL]HG E\ D
³VWURQJUROHRI UHJXODWRU\ LQVWUXPHQWVDQGVWDWH LQWHUYHQWLRQ´S$VVWDWHGE\DPXQLFLSDORIILFHU
³XVXDOO\WKH0LQLVWU\RI9520GLGYHU\OLWWOH,WXVXDOO\SDVVHGWKHEXFNWRORZHUJRYHUQPHQWVZLWKRXW
WKLQNLQJWKURXJKKRZWKH\ZHUHVXSSRVHGWRGHDOZLWKWKHVHLVVXHVLQSUDFWLFH´
7R FKDQJH WKLV PRGH RI RSHUDWLRQ LV FRQVLGHUHG WR EH WKH PDMRU DFKLHYHPHQW RI WKH SURJUDPPH
PDQDJHU ,QWHUHVWLQJO\ LQ LQWHUYLHZVZLWKRWKHUJRYHUQPHQWDJHQFLHV PLQLVWU\RI7UDQVSRUWSURYLQFHV
DQGPXQLFLSDOLWLHVKLVUROHLVYDOXHGZKLOHZLWKLQWKH0LQLVWU\RI9520KLVUROHLVGRZQSOD\HG
:LWKKHOS IURP WRSPDQDJHPHQW WKHSURJUDPPHPDQDJHUZDVDEOH WREUHDN WKURXJK WKHKLJKZDOOV
ZLWKLQ WKHPLQLVWU\DQGVWDUWHG WRDGLDORJXHZLWKERWKGLIIHUHQW QDWLRQDOPLQLVWULHVDVZHOO DVZLWK WKH
ORFDO DQG UHJLRQDO JRYHUQPHQWV $V D QDWLRQDO SROLF\ RIILFHU LQGLFDWHV ³)RU WKH ILUVW WLPH ZH UHDOO\
OLVWHQHGWRZKDWWKHRWKHUJRYHUQPHQWDJHQFLHVKDGWRVD\´/RFDODQGUHJLRQDOJRYHUQPHQWVKDGWKHLGHD
WKDW³ILQDOO\ZKDWZHVDLGUHDOO\PDWWHUHG´$ MRLQWVHDUFKIRUPLWLJDWLQJPHDVXUHVZDVXQGHUWDNHQ ,Q
WKLV VHDUFK WKHNQRZOHGJHRI DOO LQYROYHGSDUWLHVZDVQHFHVVDU\ WRGHDOZLWK WKH LVVXH$V DPXQLFLSDO
SROLF\ RIILFHU VWDWHV ³, DP VXUH WKDWZLWKRXW WKH LQSXW RI WKHPXQLFLSDOLWLHV WKH SURJUDPPHZRXOG QRW
KDYHEHHQWKHUH,QPDQ\RFFDVLRQVWKHFHQWUDOJRYHUQPHQWLQGLFDWHGWKDWWKH\JRWVWXFN7KDQNVWRWKH
NQRZOHGJHDQGFUHDWLYLW\ZLWKLQWKHPXQLFLSDOLWLHVZHZHUHDOZD\VDEOHWRILQGDVROXWLRQ´
(YHQWXDOO\LQWKHSHULRGDJUHHPHQWZDVUHDFKHGRQWKH1DWLRQDO&RRSHUDWLRQ3URJUDPPH
RQ$LU4XDOLW\ 0LQLVWU\RI9520 ,Q WKLV SURJUDPPH WKHPLQLVWULHV RI9520DQG7UDQVSRUW
ZRUN WRJHWKHUZLWKSURYLQFHVDQGPXQLFLSDOLWLHV WRZDUGV WZRJRDOV  WKH(XURSHDQVWDQGDUGVZLOOEH
REWDLQHGVSDWLDODQGLQIUDVWUXFWXUHGHYHORSPHQWKDVWRSURFHHGDJDLQ7RHQDEOHWKLVWKHSURJUDPPH
FRQWDLQV D SDFNDJH RI PLWLJDWLQJ PHDVXUHV ZKLFK FXPXODWLYH LPSDFW ZLOO WKHRUHWLFDOO\ RXWUHDFK WKH
QHJDWLYHLPSDFWRIDOOXQGHUWDNHQLQIUDVWUXFWXUHSURMHFWV2QWKHQDWLRQDOOHYHOWKHPLQLVWU\RI7UDQVSRUW
IRU H[DPSOH DJUHHG RQ LQWURGXFLQJ URDG SULFLQJ LQ RUGHU WR GLPLQLVK WKH DPRXQW RI WUDIILF SURYLQFHV
DJUHHG WRFOHDQXS WKHLU IOHHWRIFDUV DQGPXQLFLSDOLWLHV LQWURGXFHGHQYLURQPHQWDO]RQHVZKLFKPHDQV
WKDWVSHFLILFYHKLFOHVIRUH[DPSOHWUXFNVDUHQRORQJHUDOORZHGLQVSHFLILFSDUWVRIWKHFLW\7KHHIIHFWV
RIDOOWKHVHPLWLJDWLQJPHDVXUHVZLOOEHPRQLWRUHGRQDQDQQXDOEDVLV,QFDVHVRPHRIWKHPHDVXUHVZLOO
QRWEULQJDERXWWKHHVWLPDWHGHIIHFWVDOOSDUWLHVDJUHHGWRMRLQWO\XQGHUWDNHDGGLWLRQDOPHDVXUHV

([HFXWLQJWKH3URJUDPPH,V&RRSHUDWLRQ(QRXJK"

$W WKLV PRPHQW WKH VLWXDWLRQ KDV FKDQJHG 7KH SURJUDPPH LV QRZ WZR \HDUV XQGHUZD\ DQG DQ
H[WHQVLYHPRQLWRULQJWRROKDVPRQLWRUHGWKHSURJUHVVLQJRDODFKLHYHPHQW1HZFDOFXODWLRQPHWKRGVDQG
GLVDSSRLQWLQJHIIHFWVRIPLWLJDWLQJPHDVXUHVSXW JRDODFKLHYHPHQW XQGHUSUHVVXUH 9HOGHUVHW DO
*HPHHQWHOLMNH5HNHQNDPHUV %XVVFKHU HW DO $V LQGLFDWHGE\ DSURYLQFLDO SROLF\RIILFHU
³6RIDU WKHSURJUDPPHKDVQRWUHDOO\ZRUNHGRXWZHOO2QWKHRQHKDQGUDGLFDOPHDVXUHVDUHQHHGHG
EXW QRW EHLQJ WDNHQZKLOH RQ WKHRWKHU WKH HIIHFWV RIPHDVXUHV WKDW DUHEHLQJ WDNHQ LVFRQVWUDLQHGE\
JURZLQJ WUDIILF DQG WUDQVSRUW´ -RLQWO\ XQGHUWDNLQJ DGGLWLRQDO PHDVXUHV SURYHV WR EH HDVLHU VDLG WKDQ
GRQH%XVVFKHUHWDO:KLOH WKH LQYROYHGSDUWLHVVWLOODFNQRZOHGJH WKDW WKH\DUH LQWHUGHSHQGHQW
WKHGHFHQWUDOL]HGJRYHUQPHQWVHPSKDVL]HWKDWLVSUHGRPLQDQWO\³WKHFHQWUDOVWDWH>WKDW@VKRXOGXQGHUWDNH
DFWLRQ´VHHIRUH[DPSOH*HPHHQWHOLMNH5HNHQNDPHUV91*,32,QWKHVDPHWLPH
RQQDWLRQDO OHYHOSROLWLFLDQVVHHPWRKDYH ORVW LQWHUHVW LQ WKHSURJUDPPH7R LOOXVWUDWH WKLVDPXQLFLSDO
SROLF\RIILFHUVWDWHV³JLYHQ WKHUHVXOWVRI WKH ODVWPRQLWRULQJURXQGDGGLWLRQDOPLWLJDWLQJPHDVXUHVDUH
FRQVLGHUHGWREHQHFHVVDU\:HQHHGWKHKHOSFHQWUDOVWDWHLQWKLV<HWZHGRQRWUHFHLYHDQ\LQGLFDWLRQ
WKDW WKLV LV DERXW WKH KDSSHQ 7R SXW LW HYHQ VWURQJHU LQIRUPDOO\ ZH JHW WR KHDU µWKLV FDELQHW LV QRW
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IRFXVLQJRQDLUTXDOLW\PDWWHUVDQ\PRUH«¶´6RHYHQWKRXJKLQYROYHGSDUWLHVDFNQRZOHGJHWKDWWKH\DUH
GHSHQGHQWRQHDFKRWKHULQREWDLQLQJWKHSURJUDPPHJRDOVDQGKDYHFRPPLWWHGWRWDNHMRLQWDFWLRQWKH
SURFHVV WR HVWDEOLVK D FROOHFWLYH UHVSRQVH WR GHDO ZLWK WKH VLWXDWLRQ KDV EHHQ OHQJWK\ DQG GLIILFXOW
%XVVFKHU HW DO  ³6LQFH LWV HVWDEOLVKPHQW WKH SURJUDPPH VHHPV WR KDYH ORVW PRPHQWXP´ DV
LQGLFDWHGE\DSURYLQFLDOSROLF\RIILFHU7KHFRRSHUDWLRQDPRQJDFWRUVDSSHDUVWREHXQGHUSUHVVXUH7KH
FHQWUDOVWDWHDQGORZHUJRYHUQPHQWVDUHQRORQJHUWRWDOO\LQOLQHZLWKHDFKRWKHU7HQVLRQVVWDUWWRGHYHORS
DVWKHIRFXVRILQYROYHGDFWRUVVWDUWVWRVKLIWIURPWKHJHQHUDORYHUDUFKLQJSURJUDPPHJRDOWRREWDLQWKH
DLUTXDOLW\VWDQGDUGVWRZDUGVMXVWWKHLPSOHPHQWDWLRQRIWKHLURZQVPDOOVHWRIPLWLJDWLQJPHDVXUHV2WKHU
WKDQ ³WKH UHDO SRVVLELOLW\ WKDW ZH PLJKW QRW REWDLQ WKH (XURSHDQ VWDQGDUGV LQ ´ DV VWDWHG E\ D
PXQLFLSDOSROLF\RIILFHULQFHQWLYHVWRGHDOFROOHFWLYHO\ZLWKQHZHQFRXQWHUHGSUREOHPVDUHQRWEHLQJIHOW
7KLVVHHPVWRSXWJRDODFKLHYHPHQWRQSURJUDPPHOHYHOXQGHUSUHVVXUHDQGFRQWLQXLQJLQWKHVDPHZD\
LVQRWZLWKRXWULVN$VDOHJDOH[SHUWVWDWHV³DWDOOFRVWZHVKRXOGSUHYHQWWKDWWKLVSURJUDPPHIDLOV>«@
7KHRQO\ZD\WRPDNHVXUHWKDWPDNHLWLVZKHQWKHFHQWUDOJRYHUQPHQWFRPHVXSZLWKDGLUHFWLYHSODQ
ZKLFKLQGLFDWHVZKDWDFWLRQQHHGVWREHWDNHQE\ZKRP´
$QDO\VLV
$ERYHZHGHVFULEHWKH1DWLRQDO&RRSHUDWLRQ3URJUDPPHRQ$LU4XDOLW\>16/@DSURJUDPPHWKDWLV
DLPHG WRZDUGV RYHUFRPLQJ WKH GLOHPPD EHWZHHQ LQIUDVWUXFWXUH UHDOL]DWLRQ DQG SURWHFWLRQ DQG
LPSURYHPHQWRI WKHDLUTXDOLW\7KLVSURJUDPPHSUHVHQWV DQ LQWHUHVWLQJSDUDGR[2Q WKHRQHKDQG WKH
FDVH VKRZV WKH VWUXJJOH RI LQYROYHG VWDNHKROGHUV WR PRYH DZD\ IURP WKH FRRUGLQDWLYH PRGHO RI
JRYHUQDQFHWRZDUGVDPRUHDUJXPHQWDWLYHPRGHRIJRYHUQDQFHDVZHSUHVHQWHGLQVHFWLRQ,QVWHDGRI
FRHUFLQJ RWKHU JRYHUQPHQWV LQWR D VSHFLILF VROXWLRQ VWUDWHJ\ WR GHDO ZLWK WKH GLOHPPD WKH FHQWUDO
JRYHUQPHQWUHDOL]HVWKDWFRRSHUDWLRQZLWKGLIIHUHQWPLQLVWULHVRQWKHQDWLRQDOOHYHODQGZLWKGHFHQWUDOL]HG
JRYHUQPHQWVLVQHFHVVDU\WRRYHUFRPHWKLVGLOHPPD7KHHVWDEOLVKPHQWRIWKHSURJUDPPHFRQWDLQVDMRLQW
VHDUFKIRUVROXWLRQVLQZKLFKERWKJHQHULFNQRZOHGJHRIWKHQDWLRQDOJRYHUQPHQWVDQGORFDONQRZOHGJHRI
SURYLQFHV DQG PXQLFLSDOLWLHV LV QHHGHG WR FRPH XS ZLWK D YDULHW\ RI GLIIHUHQW PLWLJDWLQJ PHDVXUHV
)XUWKHUPRUHDOOSDUWLHVDJUHHWRMRLQWO\XQGHUWDNHDGGLWLRQDOPHDVXUHVLQFDVHWKHHIIHFWVRIDOUHDG\WDNHQ
PHDVXUHVDUHGLVDSSRLQWLQJRUZKHQXQH[SHFWHGHYHQWVWDNHSODFH
2Q WKH RWKHU KDQG QRZ WKDW WKH SURJUDPPH LV HVWDEOLVKHG DQG PLWLJDWLQJ PHDVXUHV DUH EHLQJ
LPSOHPHQWHGJRDODFKLHYHPHQWLVXQGHUSUHVVXUH7KHIRFXVRIWKHLQYROYHGSDUWLHVVKLIWVIURPREWDLQLQJ
WKH JHQHUDO JRDOV WRZDUGV LPSOHPHQWLQJ WKHLU RZQ VXEVHW RI PLWLJDWLQJ PHDVXUHV ZKLFK KDYH WR EH
LPSOHPHQWHGVRPHZKHUHEHIRUH7KLVSXWVSUHVVXUHRQWKHFRRSHUDWLRQEHWZHHQWKHLQYROYHGSDUWLHV
3DUDGR[LFDOO\ DV GHSLFWHG LQ ILJXUH  DOWKRXJK WKH SURJUDPPH VKRZV D PRYH DZD\ IURP WKH
FRRUGLQDWLYHPRGHOLHµJRYHUQPHQW¶WRZDUGVDQDUJXPHQWDWLYHPRGHRIJRYHUQDQFHLHµJRYHUQDQFH¶
LW QRZ VHHPV WR UHTXLUH D PRUH µFRRUGLQDWLRQRULHQWHG¶ DSSURDFK DJDLQ 7KH TXHVWLRQ LV KRZ LV WKLV
SRVVLEOH"










)LJXUH'HYHORSPHQWVLQWKHFDVHRIWKH
1DWLRQDO&RRSHUDWLRQ3URJUDPPHRQ$LU4XDOLW\
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&RRSHUDWLRQLVQRWWKHVDPHDVLQWHJUDWLRQ

7R ILQG DQ DQVZHU WR WKLV TXHVWLRQZH ILUVW IRFXVRQ WKH UHODWLRQVKLSEHWZHHQZKDW=XLGHPD 
UHIHUVWRDVµVFRSHRIJRDOV¶DQGµVFRSHRIUHODWLRQVKLSV¶7KHIRUPHUUHODWHVWRWKHW\SHRIREMHFWLYHVWKDW
DUH WREH DFKLHYHG%DVHGRQ'H5RR =XLGHPD GLVFHUQV WZR W\SHVRI REMHFWLYHV µVLQJOH
IL[HG JRDOV¶ DQG µPXOWLSOH FRPSRVLWH DQG GHSHQGHQW JRDOV¶ 7KH IRUPHU UHIHUV WR D VLWXDWLRQ LQ ZKLFK
VLQJOHJRDOVDUHIRUPXODWHGZKLFKDUH³GHULYHGIURPDVLQJOHSUREOHP´DQGE\ZKLFK³DPHDVXUDEOHUHVXOW
FDQ EH DFKLHYHG´ 'H 5RR  S  7KHVH JRDOV DUH FRPPRQO\ IRXQG ERWK LQ WKH ILHOG RI
LQIUDVWUXFWXUH DQG HQYLURQPHQWDO SROLF\ 6HWWLQJ DLU TXDOLW\ VWDQGDUGV FDQ EH VHHQ DV DQ H[DPSOH
+RZHYHU DV EHFRPHV FOHDU LQ RXU FDVH GHVFULSWLRQ DFKLHYLQJ WKLV JRDO FDQ FDXVH FRQIOLFW ZLWK RWKHU
JRDOVIRUH[DPSOHUHDOL]LQJQHZLQIUDVWUXFWXUH(VVHQWLDOO\WKHQDFKRLFHLVUHTXLUHGEDVHGRQDWUDGHRII
RU DV 9DQGHU GHU *UDDI DQG +RSSH  VXJJHVW WKH H[HUFLVH RI SRZHU LQ IDYRU RI RQH REMHFWLYH
+RZHYHU WR'H5RR  WKHUH LV DOVR WKH DOWHUQDWLYHZKHUH LQFRPSDWLELOLW\ EHWZHHQ REMHFWLYHV FDQ
SRWHQWLDOO\ EH VROYHG E\ GHYHORSLQJ µPXOWLSOH REMHFWLYHV¶ 7KLV DSSURDFK LQYROYHV ³OLQNLQJ RI LVVXHV
EXQGOLQJRIVROXWLRQVWUDWHJLHVDQGPXOWLSOHJRDOUHDOL]DWLRQE\FRPELQLQJGLIIHUHQWLVVXHVZLWKLQDVLQJOH
VROXWLRQVWUDWHJ\´S7KLVHQWDLOVDVKLIWLQIRFXVIURPIXOILOOLQJSUHGHILQHGHQGVWRZDUGVDSURFHVV
ZKLFK SURYLGHV IRU EDUJDLQLQJ DQG DFFRPPRGDWLQJ DOWHUQDWLYH EHKDYLRU =XLGHPD  FRPSDUH
&KULVWHQVHQ'H5RR
%RWK'H5RR DQG=XLGHPD SUHVXSSRVH WKDW WKLV µVFRSHRIJRDOV¶ VKRXOGEHFRQJUXHQW
ZLWK WKHµVFRSHRIUHODWLRQVKLSV¶7KLV ODWWHUUHIHUVWRWKHFRQWLQXXPRIµJRYHUQPHQW¶DQGµJRYHUQDQFH¶
ZH GHVFULEHG LQ VHFWLRQ  DQG HODERUDWHG RQ ZLWK WKH KHOS RI 0DUWHQV  1RW VXUSULVLQJO\ D
µFRRUGLQDWLYHPRGHRIJRYHUQDQFH¶RUµJRYHUQPHQW¶ZRUNVEHVWLQWKHFDVHRIµVLQJOHIL[HGJRDOV¶ZKLOHD
PRUH JRYHUQDQFHRULHQWHG PRGH LH µJRYHUQDQFH WKURXJK DUJXPHQWDWLRQ¶ RU µJRYHUQDQFH WKURXJK
FRPSHWLWLRQ¶ZRUNVEHVWLQWKHFDVHRIµPXOWLSOHFRPSRVLWHDQGGHSHQGHQWJRDOV¶
,IZHIRFXVRQWKH16/DJDLQDWIDFHYDOXHWKHSURJUDPPHVHHPVWRFRQWDLQµPXOWLSOHFRPSRVLWHDQG
GHSHQGHQW JRDOV¶ $IWHU DOO LW¶V QRW RQH JRDO WKDW LV EHLQJ IDYRUHG RYHU DQRWKHU 7KH SURJUDPPH KDV
SURYLGHGDZD\WRUHDOL]HERWKLQIUDVWUXFWXUHDQGREWDLQDLUTXDOLW\QRUPV+RZHYHUDGHHSHUORRNUHYHDOV
WKDW WKHSURJUDPPHLVDFWXDOO\WREHVHHQDVDVWUXFWXUHZKLFKHQDEOHVWKHVLPXOWDQHRXVDFKLHYHPHQWRI
WZR µVLQJOHIL[HG JRDOV¶1R LQWHJUDWLRQ EHWZHHQ WKH WZR JRDOV KDV WDNHQ SODFH QRU DQ\ EDUJDLQLQJ RU
FRQVHQVXVRUFRPSURPLVHVZKLFKLVH[SHFWHGWREHWKHFDVHLQµPXOWLSOHFRPSRVLWHDQGGHSHQGHQWJRDOV¶
)ROORZLQJ'H5RRDQG=XLGHPDWKLVPHDQVWKDWLQWKLVLQVWDQFHDFWXDOO\DFRRUGLQDWLYH
PRGHRIJRYHUQDQFHLVPRUHDSSURSULDWHWRGHDOZLWKWKLVLVVXH

$LUTXDOLW\DVµVRFLDOGLOHPPD¶

$VHFRQGH[SODQDWLRQFDQEHIRXQGLQWKHIDFWWKDWDLUSROOXWLRQOLNHPDQ\RWKHUHQYLURQPHQWDOLVVXHV
KDV FURVVERUGHU HIIHFW7KLVPHDQV WKH HQYLURQPHQWDO SROOXWLRQ VSLOOV RYHU LQWRRWKHU MXULVGLFWLRQV WKDW
WKDQ WKH RQH LQ ZKLFK WKH SROOXWLRQ LV FUHDWHG $FFRUGLQJ WR =XLGHPD  WKHVH FURVVERUGHU
HQYLURQPHQWDO LVVXHV EHKDYH OLNH VRFLDO GLOHPPDV $ VRFLDO GLOHPPD FRQFHUQV VLWXDWLRQV LQ ZKLFK
LQGLYLGXDO LQWHUHVWV QRW QHFHVVDULO\ FRUUHVSRQG ZLWK FRPPRQ LQWHUHVWV VHH IRU H[DPSOH 6DJHU 
9OHNDQG6WHJ³$VDFRQVHTXHQFHVHOILVKEHKDYLRULVSURQHWRRFFXURXWFRPHVWKDWDUHGHVLUDEOH
IURPDFROOHFWLYHSHUVSHFWLYHZLOOQRWEHSURGXFHGWKURXJKWKHDFFXPXODWLRQRILQGLYLGXDOFKRLFHVEDVHG
RQLQGLYLGXDOLQWHUHVWV´=XLGHPD
&RQVLGHULQJDLUTXDOLW\LVVXHVIURPWKLVSHUVSHFWLYHWKLVPHDQVWKDWDIIHFWHGDFWRUVFRXOGLQLWLDOO\IHHO
WKHQHHG WR WDNH FROOHFWLYH DFWLRQ WR UHVROYH WKHVH DLU TXDOLW\ LVVXHVZKLOH GXULQJ WKLV FROOHFWLYH DFWLRQ
VWUDWHJLFEHKDYLRU LV OLNHO\ WRRFFXU7KLV EHFDXVH DOVR WKH FROOHFWLRQRIPLWLJDWLQJPHDVXUHVZLOO KDYH
FURVVERUGHU HIIHFWV ZKLFKPHDQV WKDW DFWRUV FDQ SURILW IURPPHDVXUHV WKDW DUH XQGHUWDNHQ E\ RWKHUV
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ZKLOHNHHSLQJRZQLQYHVWPHQWOLPLWHGWRZKDWLVQHFHVVDU\7KLVFDQEHVHHQLQWKHFDVHRIWKH16/DWWKH
PRPHQW:KLOH DOO LQYROYHG SDUWLHV DUH VWLOO FRPPLWWHG WR WKH SURJUDPPH LQYHVWPHQWV DUH NHSW WR DQ
DEVROXWH PLQLPXP ,Q WKH EHJLQQLQJ HYHU\ERG\ VHHPHG FRQYLQFHG WKDW WKLV ZDV D MRLQW RSHUDWLRQ
+RZHYHU FXUUHQWO\ PRVW SDUWLHV IRFXV RQO\ RQ WKHLU RZQ PLWLJDWLQJ PHDVXUHV WR EH XQGHUWDNHQ
VRPHZKHUHEHIRUH7KHFRRSHUDWLYHVSLULWWKDWFKDUDFWHUL]HGWKHVWDUWRIWKLVSURJUDPPHVHHPVWRJHW
ORVWDORQJZLWKLWVPRPHQWXP
:KLOHWKHSURJUDPPHZDVDFWXDOO\JHDUHGWRZDUGVDPRUHDUJXPHQWDWLYHPRGHRIJRYHUQDQFHDVKLIW
IURP µJRYHUQPHQW¶ WRZDUGV µJRYHUQDQFH¶ DOVRSURYLGHGRSSRUWXQLWLHV IRU VWUDWHJLFEHKDYLRU:KLOH WKLV
PD\ EH VXLWDEOH LQ VRPH FDVHV LW LV KDPSHULQJ SURJUHVV LQ WKH FDVH RI WKH16/$V D UHVSRQVH VKLIW
WRZDUGV WKH FRRUGLQDWLYH PRGH LV OLNHO\ WR RFFXU EHFDXVH FHQWUDO JRYHUQPHQWV FDQ LVVXH SROLFLHV DQG
UHJXODWLRQVWRSUHYHQWRUJXLGHWKLVVWUDWHJLFEHKDYLRU
&RQFOXVLRQDQGGLVFXVVLRQ
7KH DLPRI WKLV SDSHUZDV WKUHHIROG )LUVWZH DLPHG WR JDLQPRUH LQVLJKW LQ WKH GLOHPPDEHWZHHQ
GHYHORSPHQW DQG SURWHFWLRQ 6HFRQGO\ ZH FRQVLGHUHG LQ ZKDW ZD\ D VKLIW IURP JRYHUQPHQW WR
JRYHUQDQFH FDQ KHOS WR GHDOZLWK WKLV GLOHPPD 7KLUGO\ZH LQYHVWLJDWHG WKH LPSOLFDWLRQV RI WKLV VKLIW
IURPJRYHUQPHQWWRJRYHUQDQFH
,Q WKLV SDSHU ZH LQLWLDOO\ IRFXVHG RQ WKH GLOHPPD EHWZHHQ LQIUDVWUXFWXUH GHYHORSPHQW DQG
HQYLURQPHQWDOSURWHFWLRQ:HIRXQG WKDW WKLVGLOHPPDFDQEHVHHQDVDFRQIOLFWEHWZHHQ WZRPRGHVRI
JRYHUQDQFH ,QIUDVWUXFWXUH SODQQLQJ FDQ EH FKDUDFWHUL]HG E\ µGHFLGHDQQRXQFHGHIHQG¶ JRYHUQDQFH
VWUDWHJ\ZKHUHE\LQLWLDOGHFLVLRQVDUHPDGHE\WKHFHQWUDOJRYHUQPHQWDQQRXQFHGWRRWKHUVWDNHKROGHUV
DQG WKHQ GHIHQGHG DJDLQVW FULWLFLVP (QYLURQPHQWDO SROLF\ DQG SODQQLQJ LV IRFXVHG RQ µFRPPDQG DQG
FRQWURO¶ ,Q WKLV LPSRUWDQW LQVWUXPHQWV DUH OHJLVODWLRQ DQG HQYLURQPHQWDO VWDQGDUGV $OWKRXJK WKHVH
PRGHVRI JRYHUQDQFHPD\ZRUNZHOOZLWKLQ WKHLU RZQSROLF\ DUHDV FRQIOLFW DULVHV µRQ WKH JURXQG¶RQ
SURMHFW OHYHO:HIRFXVHGVSHFLILFDOO\RQ WKHGLOHPPDEHWZHHQ LQIUDVWUXFWXUHUHDOL]DWLRQDQGDLUTXDOLW\
VWDQGDUGVZKHUHFRQIOLFWDURVHEHFDXVHQHZLQIUDVWUXFWXUHGHYHORSPHQWKDPSHUHGUHDFKLQJ(XURSHDQDLU
TXDOLW\VWDQGDUGV
:H KDYH VKRZHG WKDW WKH RSWLRQV WR RYHUFRPH WKLV GLOHPPD ZLWKLQ WKH FHQWUDO JRYHUQPHQW ZKHUH
OLPLWHG7KHFHQWUDOJRYHUQPHQWUHDOL]HGWKDWLWFRXOGQRWGHDOZLWKWKLVGLOHPPDDORQH,WZDVGHSHQGHQW
RQ WKH KHOS RI GHFHQWUDOL]HG JRYHUQPHQWV DQG RWKHU VWDNHKROGHUV LQYROYHG ,Q RUGHU WR GHDO ZLWK WKH
FKDQJLQJ UROH DQG JRYHUQLQJ FDSDFLW\ RI WKH FHQWUDO JRYHUQPHQW D VKLIW DORQJ WKH FRQWLQXXP IURP
JRYHUQPHQW WR JRYHUQDQFH LV QRWLFHG LQ OLWHUDWXUH 7KLV PHDQV WKDW UDWKHU WKDQ WKURXJK ³GLUHFW VWDWH
LQWHUYHQWLRQ´RUµJRYHUQPHQW¶+\VLQJWKHFHQWUDOJRYHUQPHQWKDVWRILQGPHFKDQLVPVZKLFK³GR
QRW UHFRXUVH WR WKH DXWKRULW\ DQG VDQFWLRQV RI JRYHUQPHQW´ ZKLFK LV FRQVLGHUHG WR EH µJRYHUQDQFH¶
6WRNHU$FFRUGLQJWR+\VLQJWKHVKLIWWRZDUGVJRYHUQDQFHPHDQVWKDWFHQWUDOJRYHUQPHQW
SURYLGHVRSSRUWXQLWLHV IRU DQG VWLPXODWHV VHOIRUJDQL]LQJ DQG VHOIJRYHUQLQJEHKDYLRU WR HPHUJHZLWKLQ
VRFLHW\0DUWHQVGLVWLQJXLVKHVWKUHHLGHDOIRUPVRIJRYHUQDQFHZLWKLQWKLVFRQWLQXXPµJRYHUQDQFH
WKURXJKFRRUGLQDWLRQ¶µJRYHUQDQFHWKURXJKDUJXPHQWDWLRQ¶DQGµJRYHUQDQFHWKURXJKFRPSHWLWLRQ¶
2Q WKHEDVLVRI WKHVH LGHDO IRUPVZHDQDO\]HG WKH1DWLRQDO&RRSHUDWLRQ3URJUDPPHRQ$LU4XDOLW\
>16/@ WR VHDUFK IRU LPSOLFDWLRQ RI WKLV VKLIW IURP JRYHUQPHQW WR JRYHUQDQFH:H IRXQG WKDW GLIIHUHQW
PHFKDQLVPVSOD\DUROHLQVHOIJRYHUQLQJEHKDYLRU7KHFDVHRIWKH16/VKRZHGDSURJUDPPHWKDWZDV
EDVHG RQ WKH LGHD RI VKDULQJ NQRZOHGJH PHDQLQJV DQG DFFRPPRGDWLQJ GLIIHUHQW SHUVSHFWLYHV 2XU
DQDO\VLV KRZHYHU VKRZHG WKDW UDWKHU WKDQ IRFXVLQJ RQO\ RQ VKDULQJ NQRZOHGJH WKH VKLIW IURP
JRYHUQPHQWWRJRYHUQDQFHDOVRSURYLGHVURRPPXFKPRUHFRPSHWLWLRQRULHQWHGPHFKDQLVPVDVVWUDWHJLF
DQGFDOFXODWLQJEHKDYLRU$FWRUVZLOOZHLJKWKHLQYHVWPHQWZLWKWKHFRVWVDQGVHDUFKIRUEHQHILWVZLWKRXW
KDYLQJWRSD\IRUWKHP
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7KLV LPSOLHV WKDW LQVWHDG RI PRYLQJ WRZDUGV HLWKHU D DUJXPHQWDWLYH RU FRPSHWLWLYH PRGH RI
JRYHUQDQFHDVKDVEHHQ WULHG LQ WKHFDVHRI WKH16/ZKHUH WKH IRFXVRQO\RQDUJXPHQWDWLRQ WKH VKLIW
IURP JRYHUQPHQW WRZDUGV JRYHUQDQFH LPSOLHV D VKLIW WRZDUGV ERWK WKH FRPSHWLWLYH DQG DUJXPHQWDWLYH
PRGHRIJRYHUQDQFH)XUWKHUPRUHWKLVDOVRLPSOLHVWKDWHYHQZKHQLQLWLDWLYHVDUHEHLQJGHYHORSHGEDVHG
RQ D PRUH DUJXPHQWDWLYH PRGH RI JRYHUQDQFH FRRUGLQDWLRQ ZLOO UHPDLQ LPSRUWDQW WR SURYLGH IRU
LPSRUWDQWVDIHJXDUGVDJDLQVWXQZLOOLQJDQGXQOLNHO\VWUDWHJLFEHKDYLRU
,QSUDFWLFDOVHQVHWKLVPHDQVWKDWWKHUHDUHQRFOHDUFXWDQVZHUVZKLFKGRPLQDQWPRGHRIJRYHUQDQFH
LVJRLQJWRHPHUJH5DWKHUZHVKRXOGH[SHFWWRHQGXSZLWKPRUHµIX]]\¶QRWLRQVRIJRYHUQDQFHZKHUH
WKH UROHV DQG UHVSRQVLELOLWLHV RI VWDWH DXWKRULWLHV DQG QRQJRYHUQPHQWDO DFWRUV DUH ERWK VSUHDG DQG
YDULDEOH DFFRUGLQJ WR WKH JRYHUQLQJ DFWLYLW\ WKH\ UHODWH WR ,QVWHDG RI ³H[SHFWLQJ WKDW D QHZ GRPLQDQW
PRGHRIJRYHUQLQJDFWLYLW\ZLOOHPHUJH0DUWHQVJRYHUQDQFHVHHPVPRUHOLNHO\WREHFRPHD
µUHVWOHVV VHDUFK¶ WR ILQG WKH ULJKWJRYHUQDQFHSUDFWLFH WR WKHFLUFXPVWDQFHHQFRXQWHUHG 2IIH ,Q
WKLVHOHPHQWV IURPHDFKRI WKH WKUHHPRGHOVRIJRYHUQDQFHVHHPOLNHO\ WREHXVHGZKHUH WKHDSSURDFK
FKRVHQLVµILWIRUSXUSRVH¶
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